November 16, 2015

A motion to reconsider was laid on
the table.

SECURITIES AND EXCHANGE COM-

MISSION REPORTING MOD-
ERNIZATION ACT
Mr. HENSARLING. Mr. Speaker, I

move to suspend the rules and pass the
bill (H.R. 3032) to amend the Securities
Exchange Act of 1934 to repeal a cer-
tain reporting requirement of the Secu-
rities and Exchange Commission.
The Clerk read the title of the bill.
The text of the bill is as follows:

H.R. 3032

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Securities
and Exchange Commission Reporting Mod-
ernization Act”.

SEC. 2. ELIMINATION OF REPORTING REQUIRE-

Paragraph (6) of section 21(h) of the Securi-
ties Exchange Act of 1934 (15 U.S.C. 78u(h)) is
repealed.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
Texas (Mr. HENSARLING) and the gen-
tlewoman from Wisconsin (Ms. MOORE)
each will control 20 minutes.

The Chair recognizes the gentleman
from Texas.
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GENERAL LEAVE

Mr. HENSARLING. Mr. Speaker, 1
ask unanimous consent that all Mem-
bers may have 5 legislative days within
which to revise and extend their re-
marks and include extraneous material
on this bill.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Texas?

There was no objection.

Mr. HENSARLING. Mr. Speaker, 1
yield myself such time as I may con-
sume.

Mr. Speaker, I rise in support of H.R.
3032, the Securities and Exchange Com-
mission Reporting Modernization Act.

I want to thank the gentlewoman
from Arizona (Ms. SINEMA) and the gen-
tleman from Virginia (Mr. HURT), for
their very diligent and bipartisan work
that resulted in the Financial Services
Committee favorably reporting H.R.
3032 on a unanimous vote.

I would also like to thank SEC Chair
Mary Jo White and her fellow Commis-
sioners for providing their unanimous
recommendation to eliminate this re-
porting requirement, which the Con-
gress previously repealed for all other
regulatory agencies.

No matter how modest the legisla-
tion may be, legislative efforts to
eliminate unnecessary and otherwise
extraneous reporting requirements are
exactly the type of proactive sugges-
tions our regulators should provide to
the committee for consideration.

Despite the Senate’s unwillingness to
pass equally bipartisan bills to spur
growth, promote capital formation,
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and create jobs, I hope our colleagues
in the Senate can agree that this ex-
ceedingly minor change is worthy of
swift enactment.

Again, I want to thank the gentle-
woman from Arizona (Ms. SINEMA) and
the gentleman from Virginia (Mr.
HURT) for their bipartisan work.

Mr. Speaker, I reserve the balance of
my time.

Ms. MOORE. Mr. Speaker, I yield my-
self such time as I may consume.

I am so happy to join the chairman of
the Financial Services Committee and
Ms. SINEMA in overwhelmingly sup-
porting H.R. 3032.

This bill, of course, will relieve the
SEC from unnecessary administrative
burdens and enable the already over-
whelmed agency to focus resources to
other, more mission-critical tasks, ex-
aminations, and enforcement.

Mr. Speaker, I yield such time as she
may consume to the gentlewoman from
Arizona (Ms. SINEMA) to talk about her
great legislation.

Ms. SINEMA. Mr. Speaker, I thank
Congresswoman MOORE and Chairman
HENSARLING for their bipartisan sup-
port of this bill. I also thank Congress-
man ROBERT HURT for being the lead
Republican sponsor of this bipartisan
legislation.

Mr. Speaker, I rise today in support
of our bill, H.R. 3032, the Securities and
Exchange Commission Reporting Mod-
ernization Act.

Our regulatory system is inefficient,
complicated and confusing, which is
why it is so important that outdated
regulations are reviewed with the goal
of modifying them or repealing them
to reduce waste and to make them
work for everyday Americans.

That is why I have introduced this
bipartisan legislation with Congress-
man HURT, to repeal an unnecessary
and outdated reporting requirement in
the United States Securities and Ex-
change Commission.

Since 1995, the SEC has been the only
Federal agency required to compile
this obscure annual report. It is a
waste of taxpayer dollars, and it is a
paperwork burden that diverts time
and resources from protecting inves-
tors.

Modernizing the SEC’s reporting re-
quirements will allow the Commission
to better focus on its mission of pro-
tecting investors; maintaining fair, or-
derly, and efficient markets; and facili-
tating capital formation.

I am committed to working with my
colleagues on both sides of the aisle to
ensure that our financial markets work
for everyone, and I hope that Members
will join me in support of this bipar-
tisan legislation.

Mr. HENSARLING. Mr. Speaker, I re-
serve the balance of my time.

Ms. MOORE. Mr. Speaker, I have no
more speakers, so I yield back the bal-
ance of my time.

Mr. HENSARLING. Mr. Speaker, 1
have no further requests for time, so I
urge all of my colleagues to support
this commonsense, bipartisan bill.
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I yield back the balance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from Texas (Mr. HEN-
SARLING) that the House suspend the
rules and pass the bill, H.R. 3032.

The question was taken; and (two-
thirds being in the affirmative) the
rules were suspended and the bill was
passed.

A motion to reconsider was laid on
the table.

———

COMMODITY EXCHANGE ACT AND
SECURITIES EXCHANGE ACT OF
193¢ AMENDMENTS

Mr. HENSARLING. Mr. Speaker, I
move to suspend the rules and pass the
bill (H.R. 1317) to amend the Com-
modity Exchange Act and the Securi-
ties Exchange Act of 1934 to specify
how clearing requirements apply to
certain affiliate transactions, and for
other purposes, as amended.

The Clerk read the title of the bill.

The text of the bill is as follows:

H.R. 1317

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. TREATMENT OF AFFILIATE TRANS-
ACTIONS.

(a) CoMMODITY EXCHANGE ACT AMEND-
MENTS.—Section 2(h)(7)(D) of the Commodity
Exchange Act (7 U.S.C. 2(h)(7)(D)) is amended—

(1) by redesignating clause (iii) as clause (v);

(2) by striking clauses (i) and (ii) and insert-
ing the following:

‘(i) IN GENERAL.—An affiliate of a person that
qualifies for an exception under subparagraph
(4) (including affiliate entities predominantly
engaged in providing financing for the purchase
of the merchandise or manufactured goods of
the person) may qualify for the exception only
if the affiliate—

‘(1) enters into the swap to hedge or mitigate
the commercial risk of the person or other affil-
iate of the person that is not a financial entity,
and the commercial risk that the affiliate is
hedging or mitigating has been transferred to
the affiliate;

“(I1) is directly and wholly-owned by another
affiliate qualified for the exception under this
subparagraph or an entity that is not a finan-
cial entity;

‘““(111) is not indirectly majority-owned by a fi-
nancial entity;

“(IV) is mot ultimately owned by a parent
company that is a financial entity; and

““(V) does not provide any services, financial
or otherwise, to any affiliate that is a nonbank
financial company supervised by the Board of
Governors (as defined under section 102 of the
Financial Stability Act of 2010).

““(i1) LIMITATION ON QUALIFYING AFFILIATES.—
The exception in clause (i) shall not apply if the
affiliate is—

“(I) a swap dealer;

“(II) a security-based swap dealer;

“(I11) a major swap participant;

‘“(1V) a major security-based swap partici-
pant;

‘“(V) a commodity pool;

‘“(VI) a bank holding company;

‘““(VII) a private fund, as defined in section
202(a) of the Investment Advisers Act of 1940 (15
U.S.C. 80-b-2(a));

‘““(VIII) an employee benefit plan or govern-
ment plan, as defined in paragraphs (3) and (32)
of section 3 of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1002);

‘“(IX) an insured depository institution;
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‘“(X) a farm credit system institution;

‘““(XI) a credit union;

‘““(XII) a nonbank financial company super-
vised by the Board of Governors (as defined
under section 102 of the Financial Stability Act
of 2010); or

‘““(XIII) an entity engaged in the business of
insurance and subject to capital requirements
established by an insurance governmental au-
thority of a State, a territory of the United
States, the District of Columbia, a country other
than the United States, or a political subdivi-
sion of a country other than the United States
that is engaged in the supervision of insurance
companies under insurance law.

““(iii) LIMITATION ON AFFILIATES’ AFFILI-
ATES.—Unless the Commission determines, by
order, rule, or regulation, that it is in the public
interest, the exception in clause (i) shall not
apply with respect to an affiliate if the affiliate
is itself affiliated with—

“(I) a major security-based swap participant;

“(II) a security-based swap dealer;

‘“(I11) a major swap participant; or

‘“(IV) a swap dealer.

““(iv) CONDITIONS ON TRANSACTIONS.—With re-
spect to an affiliate that qualifies for the excep-
tion in clause (i)—

‘(1) the affiliate may not enter into any swap
other than for the purpose of hedging or miti-
gating commercial risk; and

‘“(II) meither the affiliate nor any person af-
filiated with the affiliate that is not a financial
entity may enter into a swap with or on behalf
of any affiliate that is a financial entity or oth-
erwise assume, net, combine, or consolidate the
risk of swaps entered into by any such financial
entity, except one that is an affiliate that quali-
fies for the exception under clause (i).”’; and

(3) by adding at the end the following:

““(vi) RISK MANAGEMENT PROGRAM.—ANY swap
entered into by an affiliate that qualifies for the
exception in clause (i) shall be subject to a cen-
traliced risk management program of the affil-
iate, which is reasonably designed both to mon-
itor and manage the risks associated with the
swap and to identify each of the affiliates on
whose behalf a swap was entered into.”’.

(b) SECURITIES EXCHANGE ACT OF 1934 AMEND-
MENT.—Section 3C(9)(4) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78¢c-3(9)(4)) is
amended—

(1) by redesignating subparagraph (C) as sub-
paragraph (E);

(2) by striking subparagraphs (4) and (B) and
inserting the following:

‘““(A) IN GENERAL.—An affiliate of a person
that qualifies for an exception under this sub-
section (including affiliate entities predomi-
nantly engaged in providing financing for the
purchase of the merchandise or manufactured
goods of the person) may qualify for the excep-
tion only if the affiliate—

‘(i) enters into the security-based swap to
hedge or mitigate the commercial risk of the per-
son or other affiliate of the person that is not a
financial entity, and the commercial risk that
the affiliate is hedging or mitigating has been
transferred to the affiliate;

“‘(ii) is directly and wholly-owned by another
affiliate qualified for the exception under this
paragraph or an entity that is not a financial
entity;

““(iii) is not indirectly majority-owned by a fi-
nancial entity;

““(iv) is not ultimately owned by a parent com-
pany that is a financial entity; and

“(v) does not provide any services, financial
or otherwise, to any affiliate that is a nonbank
financial company supervised by the Board of
Governors (as defined under section 102 of the
Financial Stability Act of 2010).

“(B) LIMITATION ON QUALIFYING AFFILIATES.—
The exception in subparagraph (A) shall not
apply if the affiliate is—

“(i) a swap dealer;

““(ii) a security-based swap dealer;

““(iii) a major swap participant;
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“(iv) a major security-based swap participant;

“(v) a commodity pool;

“(vi) a bank holding company;

“(vii) a private fund, as defined in section
202(a) of the Investment Advisers Act of 1940 (15
U.S.C. 80-b-2(a));

“(viii) an employee benefit plan or govern-
ment plan, as defined in paragraphs (3) and (32)
of section 3 of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1002);

“(ix) an insured depository institution;

“(x) a farm credit system institution;

“(xi) a credit union;

“(xii)) a nonbank financial company Ssuper-
vised by the Board of Governors (as defined
under section 102 of the Financial Stability Act
of 2010); or

“(xiii) an entity engaged in the business of in-
surance and subject to capital requirements es-
tablished by an insurance governmental author-
ity of a State, a territory of the United States,
the District of Columbia, a country other than
the United States, or a political subdivision of a
country other than the United States that is en-
gaged in the supervision of insurance companies
under insurance law.

“(C) LIMITATION ON AFFILIATES’ AFFILIATES.—
Unless the Commission determines, by order,
rule, or regulation, that it is in the public inter-
est, the exception in subparagraph (A) shall not
apply with respect to an affiliate if such affil-
iate is itself affiliated with—

“(i) a magjor security-based swap participant;

““(i1) a security-based swap dealer;

““(iii) a major swap participant; or

“(iv) a swap dealer.

‘(D) CONDITIONS ON TRANSACTIONS.—With re-
spect to an affiliate that qualifies for the excep-
tion in subparagraph (A)—

‘(i) such affiliate may not enter into any se-
curity-based swap other than for the purpose of
hedging or mitigating commercial risk; and

“‘(ii) neither such affiliate nor any person af-
filiated with such affiliate that is not a finan-
cial entity may enter into a security-based swap
with or on behalf of any affiliate that is a fi-
nancial entity or otherwise assume, net, com-
bine, or consolidate the risk of security-based
swaps entered into by any such financial entity,
except one that is an affiliate that qualifies for
the exception under subparagraph (4).”’; and

(3) by adding at the end the following:

“(F) RISK MANAGEMENT PROGRAM.—Any secu-
rity-based swap entered into by an affiliate that
qualifies for the exception in subparagraph (A4)
shall be subject to a centralized risk manage-
ment program of the affiliate, which is reason-
ably designed both to monitor and manage the
risks associated with the security-based swap
and to identify each of the affiliates on whose
behalf a security-based swap was entered
into.”.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
Texas (Mr. HENSARLING) and the gen-
tlewoman from Wisconsin (Ms. MOORE)
each will control 20 minutes.

The Chair recognizes the gentleman
from Texas.

GENERAL LEAVE

Mr. HENSARLING. Mr. Speaker, I
ask unanimous consent that all Mem-
bers may have 5 legislative days within
which to revise and extend their re-
marks and include extraneous mate-
rials on this bill.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Texas?

There was no objection.

Mr. HENSARLING. Mr. Speaker, I
yield myself such time as I may con-
sume.

Mr. Speaker, I rise in support of H.R.
1317. I would like to thank the gentle-
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woman from Wisconsin (Ms. MOORE)
and the gentleman from Ohio (Mr.
STIVERS), both very good members of
the Financial Services Committee, as
well as Ms. FUDGE and Mr. GIBSON from
the Agriculture Committee, for their
bipartisan work over, frankly, several
years to clarify an important provision
of title VII of the Dodd-Frank Act.

H.R. 1317 is necessary to, once and for
all, provide true relief for businesses
that neither caused nor contributed to
the financial crisis. The scope of Dodd-
Frank’s title VII, which governs the
derivatives markets, captured thou-
sands upon thousands of unsuspecting
businesses who merely want to provide
stable prices to their customers and en-
sure that there are predictable costs to
produce those products.

While we were able to address one of
those mnegative impacts that Dodd-
Frank was having on end users earlier
this year as part of the TRIA Reau-
thorization, nonfinancial end users, re-
grettably, are still subject to the oner-
ous and costly requirements of title
VII.

As long as a nonfinancial company
uses a central treasury unit to consoli-
date their derivatives positions, H.R.
1317 will exempt the company’s affili-
ates and subsidiaries from having to
comply with title VII’s many require-
ments.

As many know, the House of Rep-
resentatives last December unani-
mously passed a substantially similar
bill to provide this desperately needed
relief. Unfortunately, that bill met
with the same fate so many other bi-
partisan bills that have been produced
by the Financial Services Committee
and the House: they passed on a good-
faith, bipartisan basis but, unfortu-
nately, have been disregarded by the
Senate.

Despite the significant differences
between internal businesses or inter-af-
filiate derivatives trade and deriva-
tives between unrelated counterpar-
ties, the Dodd-Frank Act treats all
trades the same, which needlessly in-
crease the cost of hedging risk for end
users such as manufacturers, chemical
companies, and utility companies, who,
in turn, would do what, Mr. Speaker?

Regrettably, pass those increased
costs and market fluctuations on to
their customers.

In fact, Tom Quaadman, of the U.S.
Chamber of Commerce’s Center for
Capital Markets Competitiveness,
noted during the legislative hearing on
H.R. 1317 that ‘‘without this critical bi-
partisan language, end users and con-
sumers would face increased costs, and
companies may be forced to abandon
proven and efficient methods for man-
aging their risk.”

H.R. 1317 is not for Wall Street; it is
clearly for Main Street, and I hope all
my colleagues will join me in sup-
porting this commonsense, bipartisan
legislation.

I reserve the balance of my time.

Ms. MOORE. Mr. Speaker, I yield my-
self such time as I may consume.
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I do want to thank the chairman for
his patience in getting this over the
line. Hopefully, the Senate will see it
our way this time.

I also want to thank the ranking
member, Ms. WATERS, for her diligence
in working to get this legislation to
the floor and, of course, my friend from
Ohio (Mr. STIVERS), for working with
me on this bill. All of them have been
tremendous partners.

A long, long, long, long time ago, Mr.
STIVERS shook my hand and said that
he would continue to work with me
until we got this legislation right, and
he made good on his word.

I also want to thank my friends on
the Agriculture Committee, the gentle-
woman from Ohio (Ms. FUDGE) and the
gentleman from New York (Mr. GIB-
SON). I credit all of these colleagues
with helping this bill pass the Finan-
cial Services Committee 57-0, and the
Agriculture Committee by voice vote.

We have a bill that sort of works for
everyone: business, consumer groups,
and regulators.

These central treasury units, Mr.
Speaker, are financial affiliates of
commercial companies. They are, in-
deed, the corporate best practices be-
cause they permit efficient aggregation
of the risk of a corporate entity and
provide for a single point of contact be-
tween the company and financial
counterparties.

This legislation appropriately treats
central treasury units like other inter-
affiliate transactions in the aggrega-
tion and monitoring of risk in busi-
nesses, which is exactly what the end
user exemption in Dodd-Frank always
intended.

For example, if you are a company,
you have many inputs and outputs that
require you to hedge, like wheat in
beer-making or aluminum cans in beer-
making, and you need to make sure
that you hedge and lock in the price
before production.

This bill permits the CTU to transact
hedging transactions under the Dodd-
Frank end user exemption as principal
and as an agent, which is the logic that
the CFTC agrees with. The legislation
enshrines that logic into statute with
appropriate flexibility for the regu-
lator and companies.

So I urge all my colleagues to sup-
port H.R. 1317. We need to get this leg-
islation across the finish line to the
President’s desk because our end users
need this in order to conduct business.

Mr. Speaker, I yield back the balance
of my time.

Mr. HENSARLING. Mr. Speaker, 1
yield as much time as he may consume
to the gentleman from Georgia (Mr.
AUSTIN SCOTT), an outstanding member
of the Agriculture committee.

Mr. AUSTIN SCOTT of Georgia. Mr.
Speaker, I rise today in support of H.R.
1317. This bill makes targeted reforms
that narrowly expand end user clearing
relief to preserve the ability of end
users to utilize necessary risk manage-
ment tools in line with congressional
intent.
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This House most recently passed
similar language as part of the Agri-
culture Committee’s comprehensive re-
authorization of the CFTC. Today’s
suspension is another step forward in a
bipartisan effort to protect end users
from the unintended regulatory con-
sequences that have begun to occur.

The derivatives market provides an
efficient place for commercial end
users to manage and hedge the diverse
risks associated with the day-to-day
operations of the businesses in this
country. These essential risk-manage-
ment practices allow businesses like
our agricultural producers or utility
companies to protect themselves
against unfavorable market fluctua-
tions and to invest their resources to
grow and create jobs.

As someone who has a degree in risk
management, I can’t stress enough
that effective policy in the derivative
space must take into account these ef-
ficient and proven business strategies.
That is why Congress clearly sought to
exempt the end users from the law’s
costly and burdensome clearing re-
quirements in the drafting of the Dodd-
Frank legislation.

Unfortunately, despite these efforts,
current law does not adequately take
into account the common risk-manage-
ment practices of many companies who
utilize separate legal entities known as
centralized treasury units, or CTUs, to
hedge the risk of their end user affili-
ates.

CTUs are used by a variety of busi-
nesses to centralize the hedging activi-
ties of multiple affiliates into a single
market-facing entity. While a CTU is
appropriately classified as a ‘‘financial
entity,” the transaction it enters into
to hedge the commercial market risk
of the end user affiliates should also be
exempted from the clearing require-
ment as if the end user affiliate had
hedged those risks itself.

This allows firms to use CTUs to con-
solidate and reduce enterprisewide
risk, as well as to centralize hedging
expertise. While current law provides
clearing exemptions for CTUs that act
as an ‘‘agent’ for affiliates, the exemp-
tion does not currently extend to CTUs
that practice as a ‘‘principal’ to the
trades which manage the end user risks
of commercial affiliates.

As most CTUS act as principals to
the transactions hedging the risks of
end user affiliates, this glitch in the
law effectively prohibits commercial
end users who utilize CTUs from ac-
cessing the end user clearing excep-
tion.
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H.R. 1317 makes targeted but impor-
tant statutory changes to clarify that
the law’s essential end user clearing
exception remains available for all end
users, regardless of their corporate
structure.

As policymakers, it is our responsi-
bility to ensure that regulation does
not pose an unnecessary detriment to
legitimate business practices. H.R. 1317
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is an opportunity for us to resolve one
of those issues today. This bill provides
needed reforms to ensure our regu-
latory framework protects the integ-
rity of our markets while allowing end
user access to the tools needed to con-
duct their businesses.

A large bipartisan group of Members
from all points of the ideological spec-
trum have worked diligently to
produce this legislation which passed
unanimously out of both the House Fi-
nancial Services and the Agriculture
Committees.

Mr. Speaker, I would like to close by
thanking each of them, and specifically
Representatives MOORE, STIVERS,
FUDGE, and GIBSON, for their hard
work. I urge my colleagues to join me
in supporting H.R. 1317.

Mr. HENSARLING. Mr. Speaker, I
have no further speakers, but I just
wish to urge all of my colleagues to
support, again, a very bipartisan and
very commonsense bill. This relief is
needed for end users for proper risk
management. It will indeed help these
companies with economic growth.

Again, Mr. Speaker, I urge all of my
colleagues to support the legislation.

Mr. Speaker, I yield back the balance
of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from Texas (Mr. HEN-
SARLING) that the House suspend the
rules and pass the bill, H.R. 1317, as
amended.

The question was taken; and (two-
thirds being in the affirmative) the
rules were suspended and the bill, as
amended, was passed.

A motion to reconsider was laid on
the table.

——————

EQUITY IN GOVERNMENT
COMPENSATION ACT OF 2015

Mr. HENSARLING. Mr. Speaker, I
move to suspend the rules and pass the
bill (S. 2036) to suspend the current
compensation packages for the chief
executive officers of Fannie Mae and
Freddie Mac, and for other purposes.

The Clerk read the title of the bill.

The text of the bill is as follows:

S. 2036

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “Equity in
Government Compensation Act of 2015,

SEC. 2. DEFINITIONS.

In this Act:

(1) DIRECTOR.—The term ‘‘Director’” means
the Director of the Federal Housing Finance
Agency.

(2) ENTERPRISE.—The term
means—

(A) the Federal National Mortgage Asso-
ciation and any affiliate thereof; and

(B) the Federal Home Loan Mortgage Cor-
poration and any affiliate thereof.

SEC. 3. REASONABLE PAY FOR CHIEF EXECUTIVE
OFFICERS.

(a) SUSPENSION OF CURRENT COMPENSATION
PACKAGE AND LIMITATION.—The Director
shall suspend the compensation packages ap-
proved for 2015 for the chief executive offi-
cers of each enterprise and, in lieu of such

‘“‘enterprise”’
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